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Philipoines - USSR cement relations

The US Lmbassy renila has confirmed reports that several Soviet vessels
are scheduled to arrive in Vanila beriming the end of tiarch to unload a
cargo of a million bhags of mnchurian cement (aporoxinately 50,000 tons)
recently purchascd by the Philippine Goverwumend® through a firm in Shanghai.
This cement is preswnably a subs tentisl part of the nroduction of a Dairen
cement plant which the Pauley ‘ission reported intact and producing ‘at the
rate of about 100,000 tons per yeare. The Philinpine Government is apparente
1y facilitating the carrying out of the trade relations with the USSR which
were reported earlier (sce FE/P Vieekly 17-23 Pebruary). Unconfirmed press
reports indicate that the Philippine Foreign Office will attempt to return
three Lussian deportees on these Soviet vessels.

Purchases of cement from other Far Fastern countries have also been mnade
. recently by the Philippine Government in an attempt to satisfy its require-
ments for rehabilitation purposes. The first direct trade contact between
Formosa end the Fhilippines includes cargoes of eement totalling about 12,000
tons. A recent arrangement with SCAP involves the exchange of 6,000 tons of
Japsnese cement in exchange for Philippine ocoal. It has also been reported
that cement has been purchased from TongKonz and Indochins.
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JAPAN

L

Crovth of anti-cormunisn in Jajanesc labor uniongs Over the pust year thoere
Yios boon & maried deveiopment of enti-cormunism in Japan®s trade unions vhi ch
indicates a grovin; ewaroness by union mewbors of the dangers of minorlty
control over thelr or;anizations. TH vwus not unbil late Deceumber, 1047 that
efTorts to sturt orpanizing this noverent on a nation-wide sculc wore made
and the snovouent nay not be expected o 1ead 4o an irrediate and docisive
olimination of Corrmmist influcnco in trauds unionse. Hovever, unti-cormunist

action has served to bring inbo the open tho close reletionshiy between the
Japunose Cormmnigt Party and the National Congress of Industriul Unions. (n.c.

T.U.)

Tithin the past wook typical anti-communist developnents were tho orpant zae
gion of a Demoerutization Lesjuc wmong the A1l Japon Govormment Corruinications
—orbors Union rombers in tlwe Tokyo arca and the viebory scorcd by the anbli-com-
mist faction of the Covormnment Railway torlerts Union ot bthe recent national
convention in electing their cunlidates for the chairmanchip und vice chairnem-
ship over the Cormuni st-bacled candidube.

The Cormunist faction of the I.Cel.Us has naturally recognized the threat
jnvolved in the anti-communist movement. Tts stratepy mwy be expected to
eounter vith claims that th "Denoeratization” movement is a ool of the
government and is calouluted to divide unjons. The Comaunist groud will
probably seize labor strifo as a counter measuro and it is nob unlikely that
reccnt strikes by Comunist-dominuted u sons is its rorly to the antiecommmine
ist drive.

US support of TiC-230 withdrarm. Departront of Stabo has advised Army that
U8 support 5T 6030 1n the fornm in vhich it is written has becn withdrame
The US rejresentative to the FiIC is to do everything possible to avoid action
but if the paper cories up, he is %o indicate that the US no longer supports
™0-270 in its present form end will if necessary vetoo

FEC-230, titled "Policy on Dxcessive Concentrations of Economic Power in
Jopen” is the US sbatement of oroposed policy with reshoct to excessivo conconw
tration of economic power in Japan. The stuboment oxpresses the beliefl that
tho exiskonce of the Zaibatsu and the rononolistic controls exerciscd by the
great combines vere a major Cactor in Jajanese a_gression and that tholir
dissolution is essentiale Many of the measurcs sroposed in ¥i0-230 have already
been implemented by the Japaneso aubhorities at the dircction or ayproval of
SCAPe For exarple, last December, tho Jaganese Diet passed a bill forbidding
7aibatsu execubives from working in such companics for a period of ten yours,
and an econormic decentrulization bill under vhieh larse compunies would bo
gplit into numberous ~arts.

The US restudy of the poliey in TMC~230 ig expected to have little ellect
upon SCAP's plans for implementing tre deconcentrution of Japanese oconomis
power. The relevant laws probably will stay on the books, but their adminise
tration will bs eased.
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KORCA

The postoonemeut from larch to April of ratification of the draft constibu-
tion of the "Korean Demooratic Paople's Ropublic" by the Horth Korean People's
Assembly indicates a shift in the Soviet tine~table for Foroa but not in Soviet
plans. The ratification date wus moved back in order to bring it closer to
9 May, the scheduled date for South Korean oloctionss Recent Soviet moves
indicato that the USSR is adhering to no fixed time schodule in Korea but is
tining its actions for maximum political impuct in relation to actions ol the
US and the UNe Thoe Kromlin is apparcontly atterwiing to so time ita fubure
moves in North Korea as to make them appear to bo mere dofensive counter-actions
prompted by aggressive US maneuvers in the Southe.

-
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CHINA g

Tn tanchuric the Commmists have occupied the rail ub of Ssupingkai, :
destroying the entire Nationalist garrison vhieh was swrrcunded and could not
withdraw, At present most of the Communist regulars ere being resupplied in
the liaoyuan-lleihokou area in preparation for another ulave on the Lukden
arca., Despite the reported Hationalist reoccupation of Linochung and Lizo=-
yang, US military observers feel that the absence of substantial rateriel

and personnel support from intramural China predicates the probable early
loss of lanchuria. - '

In North China the Comxmmists were extremely active over a broad area.
Troops of Ilieh Yung-chen in the Paoting sector suddenly shifted northwest and,
joining with other Commmnist units on the Chabar-Shansi border, begon a series
of attacks on the Tingsui (Peiping-Suiyuan) railroad, both east and west of
Kalgan and Tatung, The MHationalist-held cities of Tsinan and Velhsien were
threatened by Cormurnist activity along the Tsingtao-Tsinan and Tientsine
‘pukou rail lines. It is reported that the lationalists ncw plan to evacuate
Iungkou and Jeihaivei, using these troops, now parrisoning the narth coast
of the Shantung Feninsula,to reinforce their lanchurian positions. Fracti-
cally the entire strength of five Chen Yi colums has crossed na thvord
over the Yellow River and are now in the Puyang-Fuksien region, It is not
clear just who is in possessitn of the ancient Chinese capitol city of
Loyang with both sides claiming it. lowever the Corrmmnists did succeed in
entering the tovn, reportedly aided by the rubiny of five Nationalist regi-
rents, and raking off with considerable stocks of food and materiel. In
Shensi, Commnist troops, deployed beticen Sian and Yenon, nenace both of %hose
cities as well as the Sian-Lanchow higlwmy, one of the min links in over-
land cormmnications to Kansu and Sinkiang in China's for noythwest.

Political

Current reports indicate 2 shuffling of power within the Kuomintang as
a result of the eritical political and militery deterioration of the National
Goverment., The Generalissimo is reported to be shifting away from the
CC Clique toward the Folitical Science Group. The Inbassy believes that
Chiang Kai-shek will be able to raintain his position despite the discontent
with his leadorship which has led to rumors of & possible coup dtetat to
force his retirenent or at least a move vo diminish his centrol over the
Governnent. However, the Inbassy believes that some reorcanization of the
Governnent may result. The neeting of the Xuomintang Central Ixecutive Cor- ‘
mittee, now postponed until 28 lbrch, mmy produce evidence of such developuents..

In a conference which Chiang Kai-shek has held with Central China pro-
_vineial governors and high ranking lotionalist militery figures to formmlate
plans for military administration of Central China, a progrem for land re-
form vas announced. Such an announcenient is probably intended as a political
move to gain popular support and satisiy demands for reform both at hone
and abroad,

Repeated rumors indicate that o Ying-chin, who since 1946 has been
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serving as China's representative on the UN Security Councilts liJitary Staff
Cormittee, »ill soen return to Chira where he 2y take over Chen Cheng's
duties as Chief of Stoff or pessibiy be a candidete for the vice presidency.
llowever General Ho himsel? has denied that he has any ambition tc run for
vice-president, '

rmngtung Governor 7.V. Soong's recent activities in South China suggest
that he is planning not only to combine into an econoric unit the provinces
of Kwangtung, Kwangsi, lluan, Kiangsi, Tukien and Taiwoen, but also to effect '
a political and military integration of these provinces. This may be a measure |
designed to assure the preservation of lationzlist territory south of the Z
Yangtze in the event of the loss of Tanchuria and lloxth China to the Commmists

The British Governvent is scheduled in the necr futurc to lend to the
Chinese Covernnent the cruiser Aurora and the destroyer endip. Two sulwg-
rines will be lent at a loter date, Dritish navel assistance to China al-
ready includes the lending of a corvetie and 8 harbor defense launches, and
the training of 1,000 Chinese officers and men to form crews for the ships.

The US ovmed Shanghai Evening Post has joined the Shenghal and Tientsin
US Chambers of Cormerce in opposing Sepate ratification of the recently nego-
tiated Sino-US Coamercial Treaty on the ground that the Treaty reduced US
interests to & less favorable position than under the 19,3 Treaty.

The Peoples'! Political Council, in its last session before dissolution
1arch 28, has passed a resolution urging the Government to demand the return
of the Port Arthur and Dairen territory to China.

e vy

US Embassy, Nenking, has suggested that ghet, in anticipation of the
passage by the US Congress in the China Aid Bill and thc inclusion therein of
funds specifically allocated to long term econormtic projects, the US Depart-
pent of State ray consider the advantages of a joint Sino-US industrial
commission, similar to the joint Sino-US agricultural mission. The Lrbassy
envisions the services of high caliber US public utility executives and the
selection of prominent and qualified Chinese industrialists and officials as
merbers of the commission which would screen reouirenents, suggest priorities
and assess production difficulties. The Ecbassy also suggests approaching,
as an alternative, Overseas Consultant, Inc., Hew York, to recommend suitable
personnel, mentioning that staff neubers of this concern visited China at
the end of 1947 after completion of work in Japan.

liconomic :

Currency/Prices. The Shanghel market continued errotiec the past week,
but showed tendencies to level off compared with the previous week, US dollars
on .the blackmrket rede a slight net raise. Improverent in the rationing
system caused a substantial reduction in the price of riece, Temporary stabilit
is now chiefly avaiting improvement in cotton stocks (ke FE/P Weekly 9-15 larch .
With the flight of money to outports where prices are lower and more stable :
capital has become tight in Shanghai where interest rates wers reported at
bvetween 30 and 40% per month. '
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The Shanghai larkeb: US § Bxchange, Selling Rate Wholesale Price of Rice

Official "open" Blackmarket por 172 1b picul ~
This week (19 Mar 48)  CN $258,500 525,000 CH 43,450,000
week ago (12 liar A8) 197,500 485,000 4,200,000
lonth ago (19 Feb 48) 137,000 215,000 2,120,000
Year ago (19 YNar 47) ‘ 12,000 12,000 110,000

Premier Chang Chun, Finance liinister 0.K. Yui, Governar of the Centrol
Bonk Dr. Chang Kai-ngau and K. Chen, financial expert, are reported in con-
ference attempting to devise new means to stabilize the currency. They are
considering a proposal to set aside a reserve fund of US 4400 million to come
chiefly from liquid assets of govermient owmed enterprises such as the China
Textile Industries and the Chine Merchants Steam Navigation Co, and Japanese
reparations. This reserve would back the currency as lssued, which is present~
1y lacking. This talk is considered more for influencing US aid than a sound
solution to China's monetary problems.

The reported critical weakening of the National Government both within

the administration and on the militaery field is having itc full impact upon
the country's economy. ' E
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Arrival of Soviet linister. The first Soviet liinister te Giam,
Serge lliemchina, accompanied by his fumily and a staff of about thirty
members, has finally arrived in Dangkok. Minisgter liiemchina has been
delayed in Shenghai since lloverber for reasons of health. Te was pre-
ceded last month by a skeleton staff headed by the Second Secretary.
Renewal of Sismese Cortunist Party (SCP) activities coincided with the
arrival of the advance staff. An cxnansion of SCP activities, pavticularly
within the loosely organized labor pgroups, rmay be expected, concomitant
mith the develomnent of Banckok as the center for comunist penetration
in Southeast fsia.,

W
'
S

Laurel denles apti-imericspism, Jose P. Lourel, president of the Philip=
pines during tte Japenere occupstion and self-srnounced c-ndidets for Presgi-
dent in 1949 denied at a recent rrese confersnce thnt he ie enti-Americszn,
Epecificelly ke steted,”I have never heen anti-fmericar end em not anti=Amer=
icen or anti-foreion." It is interce'ing to note in thie connection that in
kis ples for beil before tihe Peonle's Court or 3 fe-tember 1946, Laurel de-
clered, "The Americsn Gove nnent decorated “ainwvright hecsuse b2 woe 'a vietinm
of Americsn un reparedness but ro mention irs mede of the Filipino people who
were also victims of America's un reparedness. 1 don't like imerice. You
mey adore Armrrice=-I don't." '

Roxae a3 : : . . In an sddress to gradustes of the
Univer: ity. of fanto Tomee on 20 i'arch, rresident Roxas an-ealed for wnity
emong Iilipinos in face of the wTesent world crieis. Commentirs on the rorld
situation end alluding to current politicel rivelries vithin t e Fhilip-ines,
he stated, "'e suffered too terribly in the lart w-r to -ermit -ersonzl or

partisan motives to obstruct t'e unity of thie ration in there days of strees.®

Tre following day Laurel stnied polatedly thet he will not Wﬁsh hie
candidecy for President ir 1949 if Hoxas does not run ("I will not rum if
Rox-s vill not."), and that whioever runs for ‘resident ie accentable to him.

Gonsteakylery opdered to arrest dissidenis. Interior ecrctary Zulueta
isrued an order on 16 Farch outlining tie sters to be taken for immediate
arrest of Ituks =nd PKll (Nationsl Peasants Unlon) members whosge orgenizatiors
Pregident Roxac outlawed 6 sarch, 7uluets had esrlier edvocated = 30-dsy
period of grace during which dissidente would have an op-ortunity to divorce
themselves from the two organizations. !ir order for irmediaste arrzst of the
diseidente, however, followed a corfererce with the Fresident vho s-parently
refused to deley ection.

Conetabulary operations against the two outlawed organizations are ex-
pected to proceed sfter the civilian po-wlation of Lentral srd {outhern Luzon
hae been scr-ened. Flans tentatlvely agreed uvon consist of identifying and
regletering a8ll citizens; operstion screening teame will detsin those with
criminal records.
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cHILIP INS (cortirmed)

It ir likely that o ositive o Vhe hosse sdminictretlon will be strenglhe
enad by this latest attermt of the CGove:rmeri to liuuidate Missidert groups.
Senator Osi-s, lerding nincrity figvre in the Cenete, hme in'icnted thet he
may seek a legal terl of cresidi-nt Soxes' order., Uplse celeswvad thet 1f rili-
pinos asccent the trsory t'et hoxas by 2 stroke of the -en covld ovtlaw any
orgcnizetion "then we are on the rosd to tot-litarieniem.”

AUSTRALIA
Lebor Geverppent frges oricic over lommmalsu. The rrotlem of Communienm

in Auetralie 1z recelving lncreceipg attertion from govermrert officlals,
political le-ders, and the -ress. iizsncnsible frctors sre tie critical etote
of international relstions and a rengved vave of striker #t tome, -articulsriy
in t-a vital coul and tra: swort in‘wsiries,

The Opposition erties ave whlicizes L eir discussions of a »ill to
outlaw t e Cormrmr ist Perty ard han a”"ilisted organizations., The labor
Government hsr annouvrced theil it las no intention of declaring the Party
illegel but is ox ected to devote ite April 6th Perty csucus to a discuesion
of the rroblem and ways ir which it can be nmet.

Tre ic~sue for the baler Government is complicated kv the decline in its
politicel fortunes, pertly sttributable ‘o umconirolled Communist zctivities
in the lsbor field. Any reviecion in ite trsditiomsl stand on the Communist
Party's right to exiest vill involve concideratior of the following factores

(1) the volue or othervise of Commmist support at the 1949 elections; (2)

the fear that rore «f the lerge unions controlled by the (ommunirts will dis=
effiliate from the Austrslian Lator .arty (ALP) if on o -en break is made
vhile the urnior executlves cre etill Commmict domineted; snd {3} the possi=
tility that the drastic counter measures nacegasvy to combat militent etrike
ection vill slienate l=rge sections of the irsde unicn rovemert vho are not
Commr 1ste but whe see fundsmental lahor rights threatened. Suech bills as
the ~sgertirl Services L'ill of Victoria and the ‘uti-icketing lew of Nueens=
land . have been protected by uniors throughout Australiz. If elimination of
the Communiste would reduce the incifence of direct strike sction, it would
be politically unesound ac well as unrealisiic to allow their continue? axiste
erce to jeopardize the unityof the labor movement s 2 whole,

ileanwhile, the ALP is directing ite effortes toverd reduecing Communist
influence in the unions. Ite chief wea-or in thie comnection is erforce=
ment of the ALP rule that ALY candi‘ates and me-bers must follow Ferty policy
end elect officiale erdorsed by t-e Party im tot" union and 'ational elections.
The visit of Cir Prrey Sillitee, UK authority on subversive groups; indicates
that internal security messures are being ctrengthened, although the Prime
Ynister has :ctated that there ir no need for Australia to follow the UK's
levd in trencsferring Commuriets from ecensitive positiones in the nublic cervice.

In Queensland t'e Lebor Government bag concluded an apreement with a
British company to ewxvloit the Llair Athol o-em cut coal mines. Thirs will
reduce t-e porer of the Commurists to ~aralyze the ontire economy through treir
control of the Iiners Tederation. Open cul work is urder the jurisdiction of
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sULTRALIA (continued)

the noderate Auvetrglisn "orlers Un ion, and Flair Athol crn sur- ly an alter-
aative source of coal in the evert of <irikes in the Mew Jout - lales filslds.
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There are no indicstiond as yet of '~e(‘i‘Fic Aurtralinn Lommuarist Perty
reactior to the present upeur-e of interest ‘n Communiet seitivities, L. L.
Charkey, “resident of the Torty, is in ‘“irpro;:e ewelving verepe to Austrelia
after atter’ing e conference of the Indlan Commurirt varty. e it re-orte’
to be arxiour over the sitvation in Australia. The Commurists have 10%, how-
aver, rilexed their efforts in comnection vith the ‘ueenslond ~:ilros? strike,
Geveral -~rominent Communict trade union lemex-e vere arrested in 2 serles of
cleshior between the strikers ard ~olice. Arorg the injur 4 vae Fred ¥, Fate
erson, Communist member of the Queensland Leglslature and tie only krovn
Conmmunist in an elected legielative Yo w in dustralia,
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